


JPRS 78916 


8 September 1981 


Korean Affairs Report 


No. 156 





|FBIS| FOREIGN BROADCAST INFORMATION SERVICE 














NOTE 


JPRS publications contain information primarily from foreign 
newspapers, periodicals and books, but also from news agency 
transmissions and broadcasts. Materials from foreign-language 
sources are translated; those from English-language sources 
are transcribed or reprinted, with the original phrasing and 
other characteristics retained. 


Headlines, editorial reports, and material enclosed in brackets 
[] are supplied by JPRS. Processing indicators such as [Text] 
or [Excerpt] in the first line of each item, or following the 
last line of a brief, indicate how the original information was 
processed. Where no processing indicator is given, the infor- 
mation was summarized or extracted. 


Unfamiliar names rendered phonetica'ly or transliteraced are 
enclosed in parentheses. Words or names preceded hv a ques- 
tion mark and enclosed in parentheses were not clear in the 
original but have been supplied as appropriate in context. 
Other unattributed parenthetical notes within the body of an 
item originate with the source. Times within ites are as 
given by source. 


The contents of this publication in no way represent the poli- 
cies, views or attitudes of the U.S. Government. 


PROCUREMENT OF PUBLICATIONS 


JPRS publications may be ordered from the National Technical 
Information Service, Springfield, Virginia 22161. In order- 
ing, it is recommended that the JPRS number, title, date and 
author, if applicable, of publication be cited. 


Current JPRS publications are announced in Government Reports 
Announcements issued semi-monthly by the National Technical 
Information Service, and are listed in the Monthly Catalog of 
U.S. Government Publications issued by the Superintendent of 
Documents, U.S. Government Printing Office, Washington, D.C. 
20402. 














Indexes to this report (by keyword, author, personal names, 
titte and series) are available from Bell & Howell, Old 
Mansfield Road, Wooster, Ohio 44691. 


Correspondence pertaining to matters other than procurement 
may be addressed to Joint Publications Research Service, 
1000 North Glebe Road, Arlington, Virginia 22201. 














JPRS 78916 


8 September 1981 


KOREAN AFFAIRS REPORT 


No. 156 


CONTENTS 


INTER-KOREAN AFFAIRS 


"NODONG SINMUN' Hits Chon's Reunification Proposal 
(KCNA, 14 Aug BePeoese —, —, —— ee ee eee eee eens eeeeeeee ere eee eee en eeee 


"NODONG SINMUN' Stresses National Reunification 


(Pyongyang Domestic Service, 15 Aug 81) 


"PEOPLE'S DAILY’ Hails DPRK Joint Statement of 6 August 
(KCNA, 17 Aug EE poccoeoeceos eer eeeeee ee 


Chon Tu-Hwan Called ‘Lackey’ of Pak Chong-Hui 
(KCNA, 17 Aug 81)...... peeceecsccceseseceoococoeesocsooccoeocces 


"KCNA' Replays ‘XINHUA’ Report on RPR Statement 
GET, BB Bm Gh) ce ccccccccccccccccccccccccccccccesoccccccceccece 


Overseas Korean Paper Urges Promoting Reunification 


(KCNA, 18 Aug 81) 


re ereenerenenenenreneneeneneneneeenenvrteneeneneeneneneeeneeneneeneneneneeereeeee 


‘NODONG SINMUN' Hails Proposal for Founding DCRK 


(KCNA, 18 Aug 81) 


DPRK Papers Condemm Chon's Liberation Day Address 


S. Korea's Hankuk Youth League Scored 


(KCNA, 19 Aug 81) 


'NODONG SINMUN' Condemns Chon as Yusin Boss 


(KCNA, 19 Aug 81) 


{III - ASIA - 109] 


10 


12 


13 


15 


17 


19 


20 








SOUTH KOREA 
POLITICS AND GOVERNMENT 


Briefs 
Supporters’ Group Activation 


ECONOMY 


Korea To Join Indonesian Coal Deposits Development 
(THE KOREA TIMES, 19 Aug 81)... ...cccccccccccccccccccccecccsscess 


Country Seeks To Build Oil Prospecting Ship 
(YOMHAP, 19 Aug Sl) cccccccccccccccccccevccccccccccccccocenssees 


Briefs 
Oil Exploration in Indonesia 


FOREIGN RELATIONS 


Dailies View Korea-Japan Foreign Minister Talks 
(YONHAP, 20 Aug 81) “eee eee eee e eee eee eee eee weeee eee eee —— —,— » — ——2— 


NORTH KOREA 
ECONOMY 


North Korean Trade Policy and System Analyzed 
(Chon Ung-yol; PUKHAN, Jul \PPPPTTITTTTTTTI TTT TTT TTTTTTiTfT Trier 


22 


23 


25 


26 


27 


28 











INTER-KOREAN AFFAIRS 


"NODONG SINMUN' HITS CHON'S REUNIFICATION PROPOSAL 
SK141058 Pyongyang KCNA in English 1050 GMT 14 Aug 81 


[Text] Pyongyang August 14 (KCNA)--NODONG SINMUN Friday comes out with a commentary 
hitting hard at the mishmash reeled off by traitor Chon Tu-hwan about his "proposal 
of mutual visits" and “peaceful unification" in an effort to create the impression 
that he is interested in the peaceful reunification of the country. 


In the commentary captioned "Mutual Visits Rigmarole is Smokescreen for Concealing 
War Manoeuvres,” the author says: 


The drivel of traitor Chon Tu-hwan about “peaceful unification" is a ballad of 
war and division of reversed fora. 


By his dastardly acts to fasten the aggression forces of U.S. imperialism, the 
chieftain of aggression and war, to South Korea forever, traitor Chon Tu-hwan 
stands stark naked as a despicable tool of war for U.S. imperialism and the vicious 
harasser of peace. 


His true colour as a harasser of peace and war-maniac is glaringly revealed by 
his never-ceasing treacherous crimes for bringing the situation of the country 
to the highest pitch of strain and plunging the fellow countrymen into a scourge 
of war under the pretext of "security" and “threat of southward invasion.” 


If he had the slightest intention to ease tension and reunify the country peace- 
fuliy, he would not have committed the treacherous acts to keep the aggressors 

at any cost within the country, bringing in large quantities of modern weapons of 
destructions including nuclear arms and staging a massive test war against the 
northern half of the republic. 


Who would believe that the war-maniac is interested in the peaceful reunification 
of the country, even if he cries for “peaceful unification" one hundred times, 
while increasing the danger of a fratricidal war in the country, siding with the 
aggressors? 


Facts prove that traitor Chon Tu-hwan's twaddle ebout “mutual visits" and "peace- 
ful unification" is nothing but a smokescreen for concealing the new war provoca- 
tion manoeuvres he is hastening with the U.S. imperialists. 








The nation will never pardon the truculent war-maniacs who are running about like 


a headless chicken to plunge the compatriots into a disaster by kindling the flame 
of another war. 


If traitor Chon Tu-hwaa continues his reckless rope-dancing with the backing of 
foreign forces, persistently turning a deaf ear to the demand of the times ard 
people, he is sure to taste a bitter cup of doom. 


CSO: 4120/305 








INTER-KOREAN AFFAIRS 


"NODONG SINMUN' STRESSES NATIONAL REUNIFICATION 
SK160210 Pyongyang Domestic Service in Korean 1242 GMT 15 Aug 81 


[NODONG SINMUN 15 August article: "No Ferce Can Block Our People's Just Cause 
For Reunification of the Fatherland” ] 


[Text] Thirty-six years have passed since our people were liberated from Japanese 
imperialist colonial rule thanks to the anti-Japanese armed struggle organized 
and led by the great leader Comrade Kia Il-song. 


After achieving the historic cause of the fatherland's liberation, our people 
created a new world on a land beset with poverty and backwardness by vigorously 
waging the struggle to build a new fatherland and new society under the wise 
leadership of the great leader Comrade Kim Il-song. Thur, we basically improved 
the situation of the nation and the people. However, the tragedy of the nation's 
split, which began with our people's joy over the 15 August liberation, still 
continues today after 36 years. 


Because of the nation's division our people were unable to attain unified national 
development in economic, cultural and other sectcrs. Our poople cannot even 
inquire about the health of friends and relatives due to a split between north and 
south denoted by a demarcation line. In particular, this split of Korea is 
bringing about untold misery and calamity to fellow countrymen in the south. The 
South Korean people are forced to endure a crueler and more miserable colonial 
slavery than during the period of the Japanese imperialist colonial rule. We 
cannot but be sorrowful when we reflect that the tragedy of the nation's split 
has persisted for ™% years after the dark, disgraceful Japanese imperialist 
colonial rule. 


We cannot expect the prosperity of the entire nation and the South Korean people 
cannot escape colonial slavery unless we bring an end to the nation's split and 
achieve national reunification. National reunification is the supreme desire of 
the Korean people and is a most urgent national task which should not be delayed 
a moment longer. 


The great leader Comrade Kim Il-song taught: Our party, based on the important 
mission assigned by the nation and the people and with the firm resolve to reunify 
the fatherland in our generation without fail, put forward a most correct policy 
and line for national reunification and actively struggled to achieve them during 











the period under review. It is a basic policy which our party and the government 
of the republic consistently maintained in their struggle for national reunifica- 
tion so as to achieve the nation’s reunification by the Korean people themselves, 
independently and peacefully, based on democratic principles without outside 
interference. 





In accord with the basic policy a vanced by the great leader Comrade Kim Il-sceng, 
our party and the government of the republic set forth a most fair, just and 
reasonable proposal for reunification which can be accepted by anyone and correctly 
reflects the requirements of the changing situation as well as our people's will. 
They waged an energetic struggle to rejoin the severed blood ties of our people. 


The door which had remained tightly closed between the north and south for a long 
time was opened at last and a north-south dialogue was heiz at the beginning of 
the 1970's. The north-south joint statement, whose basic message consists of the 
three priuciples of independence, peaceful reunification and great national unity, 
was published. This was the result of the wise leadership of the great leader 
Comrade Kim Il-song who advanced a line and policy for broad negotiations between 
north and south and worked hard for their implementation. This was a precious 
achievement of our people in their struggle for national reunification. 


we continually made sincere efforts to accelerate the reunification cause even 
after the dialogue for implementation of the joint statement was severed due to 
the treacherous acts of the South Korean authorities. 


The great leader Comrade Kim Il-song, at a time when a grave situation was created 
in the nation due to splittist maneuvers by the South Korean authorities, put 
forward the renowned five-point policy for national reunification in order to 
overcome difficulties laid on the road to reunification and to accelerate national 
reunification. Thus, he again clearly showed the way for ensuring the peace of 
the nation and for accelerating the independent and peaceful reunification of the 
nation. 


It is well known to the world that we repeatedly proposed holding a wide range 

of north-south negotiations to jointly seek solution of the nation's reunifica- 
tion question, such as the four-point national salvation proposal advanced by the 
joint meeting of political parties and public organizations in January 1977, the 
proposal for north-south negotiations made in January 1979 by the Central Committee 
of the democratic front for reunification of the fatherland and so forth. We 
actively struggled for their iaplementation. 


Even when the Yusin dictator was removed in the autumn of 1979, and a complicated 
situation was created in South Korea, we called for joint efforts of the people 
to open a path to advance in unity and collaboration between north and south. 


We sent letters to the representatives of political parties and public organiza- 

tions and to responsible persons in authority in South Korea in January last year 

in order to hold a dialogue and exchange views on accelerating national reurifica- 

tion. + 











Thus. in the past we have put forward such just and reasonable proposals over 100 
times ovt of sheer desire to end the nation's tragedy and reunify it and made 
every sincere effort to implement then. 


Indeed, the 36 years which passed amid the pain of division has been a period of 
arduous and persistent struggle by our people to reunify the divided nation and 
achieve complete national independence. However. the cause of the nation's reuni- 
fication, which all people ardently desire, has not been achieved. Only barriers 
of division are being built ever higher with each passing day. 


Reunification has not been realized because the U.S. imperialists-—-the splittists 
and enemies of reunification--are scheming to perpetuate Korea's division by 
occupying South Korea under the insidious objective of aggression. It is also 
because the South Korean ruling clique is stubbornly opposed to reunification, 
while actively following the U.S. imperialists" policy of division. 


Perpetuation of division and the two Koreas policy constitute the basis of all 
the treasonous schemes pursued by the South Korean puppet rulers generation after 
generation. Yielding to pressures at home and abroad, the South Korean puppet 
clique signed the 4 July north-south joint communique which was based on the three 
principles of national reunification and was once dragged to the north-south 
dialogue, but it committed every possible act of betrayal in an attempt to use 
the dialogue for its antinational splittist purpose. 


Its dependence on external forces, fascist repression and war schemes, its Yusin 
game and announcement of the 23 June declaration were all aimed at instituting its 
scheme to fabricate two Koreas. Its proposal for entering the United Nations 
based on cross recognition or its proposal for a nonaggression treaty are all 
products of its two Koreas policy. 


The South Korean puppet clique even committed a treasonous act of building a high 
steel-reinforced concrete wall of division along the military demarcation line 
in order to perpetuate the nation's division. 


The South Korean puppets’ treasonous act to perpetuate the nation's division is 
being culminated by the traitorous Chon Tu-hwan clique. The traitor Chon Tu-hwan, 
who has established a fascist military rule after usurping power with bayonets, 
is frantically pursuing fascism, division and war schemes. He is arresting, 
incarcerating and executing at random the patriotic people who demand social 
democratization and national reunification. In particular, the puppet clique 
unhesitatingly and wickedly massacred the people in Kwangju, who struggled 
demanding freedom and democracy, by mobilizing a vast number of heavily armed 
troops. Chaining all of South Korea with its fascist military torture machine, 
the Chon Yu-hwan ring bas used unjust charges to suppress those people to whom 
we had sent letters proposing to meet for a dialogue on reunification. 


The Chon Tu-hwan ring, while harshly suppressing the people who desire reunifica- 
tion, infuses them with distrust, urges confrontation among fellow countrymen 
and frantically and wickedly pursues th nation's division and anticommunist. 











The Chon Tu-hwan clique, which ignores the nation's reunification and national 
dignity, still touts the proposal for sisultaneous entry into the United Nations 
which the former dictator propounded to legalize two Koreas in the international 
community and is begging for support for it even overseas. 


The Chon Tu-hwan clique, while clinging to th= U.S. imperialist aggressors-——the 
ringleaders responsible for our nation's split and the ones obstructing reunifica- 
tion--begs for permanent occupation of South Korea by U.S. troops. This is the 
dirtiest of all treasonous acts. It is therefore ridiculous that such a flagrant 
splicttist, who stubbornly pursues confrontation through anticommunism and permanent 
division, should tout the so-called proposal for mutual visits, trying to make it 
look as if he were interested in the nation's reunification. 


As we have made clear, the traitor Chon Tu-hwan--the flagrant murderer and splittist 
who trampled underfoot incipient democratization in South Korea and places more 
obstacles on the road to reunification--can never be a party to a dialogue on 
reunification. 


To solve the question of reunification is to achieve complete national independence 
by putting an end to domination and interference by external forces and at the same 
time means achieving national unity after uprooting the distrust and confrontation 
between north and south. Therefore, our nation's reunification should be achieved 
independently and peacefully and on the basis of achieving great national unity of 
all Korean compatriots at home and abroad, transcending differences in ideology 
and systems. 


At the historic sixth KWP Congress, the great leader of our party and people put 
forth a new proposal to achieve national reunification through establishment of 
the Democratic Confederal Republic of Koryo [DCRK]. The proposal to establish the 
DCRK put forth by the great leader Comrade Kim Il-song is the most reasonable 

and realistic program for national salvation which enables us to establish a 
unified, independent and wealthy state in our country which has suffered a tragic 
division for 3% years and enables the entire nation to live harmoniously in a 
unified fatherland. 


Those who are genuinely concerned about the future and destiny of the nation and 
desire to live in a unified fatherland should join the nationwide struggle to 
implement the proposals for establishment of the DCREK by uniting strongly around 
the great national front for reunification under the lofty banner of the father- 
land's reunification. 


Recently, political parties and public organizations, including the KWP, proposed 
convening a congress to promote national reunification consisting of the represen- 
tatives of pro-reunification political parties and public organizations in the 
north and south, and representatives of all overseas compatriots, to discuss and 
resolve general matters concerning national reunification. This is the most 
reasonable measure to surmount all the serious obstacles placed on the road 
leading to reunification and to advance the cause of the fatherland's reunifica- 
tion as a nationwide movement. 











To achieve national reunification on the basis of independence, peaceful reunifi- 
cation and the great national unity, we should expel the U.S. imperialist aggressor 
troops from South Korea, put an end to the external forces’ intervention and 
abolish the Chon Tu-hwan fascist military rule and achieve sucial democratization. 


Without ending the U.S. imperialists* domination and forcible occupation of South 
Korea we cannot conceive of independent reunification of the nation. Moreover, 
without removing the fascist military Chon Tu-hwan clique, which sows seeds of 
discord among the people and infuses them with distrust and confrontation, ve 
cannot achieve national reconciliation and unity or realize any affirmative 
proposals for the reunification of the fatherland. 


Korea is a single state and the Korean people are also one. Wo force can stop 
the struggle for national salvation by our people who are on the gsove to crush 
the schemes of the splittists at home and abroad to fabricate two Koreas and tc 
achieve the cause of reunification. 


Our people, as in the past, will surely crush the obstructionist scheme of the 
splitt‘sts at home and abroad and achieve the historic cause of the nation's 
reunification-—-the nation’s ardent desire--by vigcrously continuing the struggle 
for a unified fatherland under the wise leadership of the great leader Comrade 
Kim I[l-song. 


CSO: 4120/305 











INTER-KOREAN AFFAIRS 


"PEOPLE'S DAILY’ HAILS DPRK JOINT STATEMENT OF 6 AUGUST 
SK170428 Pyongyang KCNA in English 0357 GMT 17 Aug 81 


[Text] Beijing August 16 (KCNA)--The August 16 issue of the Chinese “Peoples 
Daily” carried a short commentary t‘tled "Realistic and Positive Proposal” in 
connection with the publication of a joint statement of the »orkers party of 
Korea and 22 other political parties and public organisations in Pyongyang on 
August 6. 


The commentary said: 


The joint statement strongly called upon the entire patriots of Korea to convene 
at an early date a conference for the promotion of national reunification to be 
participated in by representatives of political parties and organisations in the 
north and the south of Korea and overseas compatriots to discuss important ques- 
tions related to the destiny of the nation including the question of the peaceful 
reunification of Korea and the question of north-south collaboration and inter- 


change. 


This is another great effort made by the north of Korea to put into effect the 
proposal for founding the Democratic Confederal Republic of Koryo and the ten- 
point policy of the unified state, the commentary stressed. 


After introducing the content of the joint statement, the commentary noted: 


On the fourth day of the publication of the joint statement, the revoluta onary 
party for reunification in Seoul was the first to warmly support the joint state- 
ment. It stated that it would send its representatives to the conference for the 
promotion of national reunification. 


It is entirely due to the saboteges and splitting manoeuvres of the Chon Tu-hwan 
cliave that the north-sovth dialogue has now been deadlocked in Korea. 


The Chon Tu-hwan clique, while paying lip-service to “peaceful unification” and 
“hope for the resumption of the north-south dialogue,” is deceiving and flouting 
the South Korean people desirous of reunification and persisting in the "two 
Koreas” plot and sticking to its wrong stand of “simultaneous entry of North and 
South Korea into the United Nations” and “separate entry” of South Korea into the 
"United Nations.” 














Throughout South Korea the Chon Tu-hwan clique keeps barbarously suppressing 
patriotic students. 


Some time ago the South Korean "court" inflicted penalties on 12 workers of the 
Chonegye clothing factory on faked-up charges of “violating the law on assembly 
and demonstration" because they demanded the restoration of their trade union 
organisation. 


Democratic figure Kim Tae-chung calling for the peaceful reunification of the 
country is still in prison. 


The reactionary policies of the Chon Tu-hwan dictatorial military clique totally 
violate the principles of the joint statement issued by the north and the south 
of Korea on July 4, 1972, and act against the aspirations of the South Korean 
people for national rights and national reunification. 


Divided Korea will ultimately achieve reunification. 


The desire of the 50 million Korean people for national reunification is a 
historical ¢celuge which no force on earth can withstand. 


CSO: 4120/305 











INTER-KOREAN AFFAIRS 


CHON TU-HWAN CALLED ‘LACKEY’ OF PAK CHONG-HUI 
SK172246 Pyongyang KCNA in English 1523 GMT 17 Aug 81 


[Text] Pyongyang August 17 (KCNA)--NODONG SINMUN on August 16 carried an article 
aeadlined "Devoted Lackey of Yusin Dictator." 


The author of the article says: 


Traitor Chon Tu-hwan is not only 4 aand-raised stooge of imperialism but a despic- 
able devoted lackey of the defunct "Yusin" dictator, the arch traitor to the 
nation; he is a “Yusin"-type fascist hangman and truculent foe of the nation who 
has committed an endless string of treacheries against the country and the nation. 


Traitor Chon Tu-hwan, the possessor of a wolfish face and beastly disposition, had 
faith in traitor Pak Chong-hui, the physically ferocious dictator. 


Traitor Chon Tu-hwan wno was assigned a "special duty" from his U.S. master 
regarded it as his "fidelity" to the master to back the defunct dictator who 
enjoyed trust of the United States. 


When traitor Pak Chong-hui staged a military coup at the dictats of the United 
States, traitor Chon Tu-hwan was the first to join in it, wielding the tool of 
murder. 


On May 16, the day when the coup troops occupied Seoul, the “military academy" 
was to stage a demonstration in support of the coup, according to the original 
plan, in order to draw all the puppet army units of South Korea into the force 
supporting it. But, the director of the "military academy" refused the demonstra- 
tion and the greater part of the puppet army, including the field army, were 
skeptical of the coup. 


At the moment, Chon Tu-hwan, getting nod of traitor Pak Chong-hui, ran to the 

“military academy” and arrested its director and forced the instructors to stage 
a “demonstration supporting the May 16 coup" up to the "central government building” 
from the east gate of Seoul. 


Traitor Chon Tu-hwan, a close associate of the defunct dictator, has constantly 
resorted to fascist repression and murder of compatriots and treacheries, com- 
mitting shocking crimes against the country and the nation. 


10 








When Pak Chong-hui started a wholesale arrest and murder campaign againsi the 
democratic forces shortly after the May 16 coup, traitor Chon Tu-hwan displayed 
without reserve his disposition as a devoted servant of fascism, performing “feats"™ 
in arresting, imprisoning and murdering more thar 130,000 innocent people and 
patriots in a little more than one month. 


Each time the dictator launched into a repressive campaign, proclaiming “garrison 
order,” “state of emergency" and “emergency martial law," traitor Chon Tu-hwan 
committed bloody suppression and murder by commanding the paratroopers. 


In 1978 when traitor Pak Chong-hui was driven to the wall by the furious struggle 
of the people against the "Yusin" fascist rule within, and found himself a target 
of public censure without, with the exposure of the truth of the “bribery opera- 
tion" staged in the United States, traitor Chon Tu-hwan, then the commander of the 
first infantry division of the puppet army, faked up the "tunnelling incident” 
and widely spread the rumour of “threat of southward invasion" in an effort to 
mislead public opinion. 


The true colour of traitor Chon Tu-hwan as a devoted lackey of the defunct 
dictator became clearer after he was put in the post of "ROK army security 
commander." 


Vowing time and again to the dictator that he would “exterminate” the opponents 
to the "Yusin system," he ran about like a mad dog in man-hunting every day. 


In October 1979, traitor Chon Tu-hwan requested Pak Chong-hui to assign him the 
task to put down the massive anti-"government"™ struggle of the Pusan people, 
crying: "We must have the will to destroy ten million people not to meet our 
own cestruction." 


The crimes committed by traitor Chon Tu-hwan together with the defunct fascist 
dictator, as the latters devoted lackey, just leave you agape with surprise. 


For the skill he had displayed in treacheries as a faithful dog of U.S. imperialism 
and a devoted lackey of the fascist hangman, traitor Chon Tu-hwan could grab the 
puppet regime after the defunct dictator was shot dead by strangling democracy 
through the “arny purge coup™ and May 17 fascist action under the aegis of his 
patron. 


CSO: 4120/305 
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INTER-KOREAN AFFAIRS 


"KCNA' REPLAYS ‘XINHUA’ REPORT ON RPR STATEMENT 
SK180905 Pyongyang KCNA in English 0808 GMT 18 Aug 81 


[Text] Beijing August 16 (KCNA)--The Chinese "Peoples Daily" on August 16 carried 
a report titled "Revolutionary Party for Reunification in South Korea Supports 
Convocation of Conference for the Promotion of National Reunification.” 


The paper says: 


The Central Committee of the Revolutionary Party for Reunification in South Korea 
on August 10 published a statement in Seoul, warmly hailing the proposal for con- 
vening the conference for the promotion of national reunification put forward by 
the workers party of Korea and 22 other politicel parties and public organisations 
in the northern half on August 6. 


The statem at declared the readiness of the party to send its delegate to the 
conference. 


The Revolutionary Party for Reuniiication, the statement said, regards the August 
6 proposal of the northern half very reasonable and active. 


The statement stressed that the conference for the promotion of national reunifi- 
cation will bring about a turning point in the accomplishment of the cause of the 
countcy's independent and peaceful reunification through face-to-face talks and 
negotiations on a nation-wide scale. 


The statement appealed to the personages of political parties and groupings and 
people of all strata of South Korea who desire reunification to smash the intrigues 
of the Chon Tu-hwan clique and respond to the proposal to convene the conference 
for the promotion of national reunification. 


The central standing committee of the General Association of Korean Residents in 
Japan on August 8 published a statement in Tokyo, Japan, supporting the new 
proposal of the north and declaring that it would send its delegate to the con- 
ference. 


CSO: 4120/305 
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INTER-KOKEAN AFFAIRS 


OVERSEAS KORI:AN PAPER URGES PROMOTING REUNIFICATION 
SK181540 Pyongyang KCNA in English 159 GMT 18 Aug 81 


[Text] Pyongyang August 18 (KCNA)--The August 6 issue of “Sinhan Minbo," a news- 
paper of Koreans published in the United States, carried an editorial headlined 
“Caution Against Anti-Unification Speeches and Behaviors and Promotion of Unifica- 
tion." 


Noting that a sharply increasing number of Korean personages overseas have visited 
the Democratic Peoples Republic of Korea entering this year, the editorial said 
that their visits “have a considerable influence on dispelling mistrust and mis- 
understanding" about the DPRK. 


Overseas Korean personages tour of the DPRK, the editorial stressed, clearly shows 
that “common denominator can be found on one principle of national reunification 
and the principle of promoting reunification by the auchorities of the north and 
the overseas compatriots.” 


Recalling that an agreement reached between the overseas Korean personages who 
visited the DPRK and the DPRK side on a series of problems such as opposition to 
the "two Koreas" plot, rejection of outside forces domination of and interference 
in Korea, democratization of the South Korean society, founding of a confederal 
state and great national unity of compatriots at home and abroad, the editorial 
said: These problems of principle are acceptable to the patriotic compatriots 
and democratic figures at home and abroad. 


Their visits to the DPRK have paved the way for a multilateral dialogue beiween 
the compatriots at home and abroad for national reunification, the editorial said. 


Noting that many countries and peoples of the world are actively supporting and 
encouraging the independent and peaceful reunification of Korea, the editorial 
went on: 


The desire for the reunification of the north and the south is a boil among the 
compatriots at home and abroad and the world people fervently support the peaceful 
reunification. 


This ardour will spread even to the United States before long. 
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Reunification is the ardent desire of the Korean nation. 
Reunification is a flow of history. 
Reunification is the will of history. 


And reunification is the goal of the movement for democracy. Freedom and equality, 
the goal of the movement for democracy, cannot be achieved unless the domination 
by outside forces, the dictatorship supported by those forces and north-south 
division and confrontation which justify the presence of the outside forces and 
dictatorship are removed. 


The editorial stressed: 


It cannot be construed otherwise than anti-democratic, anti-reunification and 
anti-national acts to criticize the patriotic compatriots and democratic personages 
who visited the north to pave the way for national reunification and heap abuses 
on them by distorting and fabricating their speeches and behaviors. 


To accelerate national reunification at a faster pace in keeping with their 


patriotic acts is a true road of the movement for democracy, the movement for 
national reunification. 


CSO: 4120/305 
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IWTER-KOREAN AFFAIRS 


"NODONG SINMUN' HAILS PROPOSAL FOR FOUNDING DCRK 
SK181625 Pyongyang KCNA in English 1543 GMT 18 Aug 81 


[Text] Pyongyang August 18 (KCNA)--NODONG SINMUN Monday carried an article titled 
"Momentous Way for Country's Reunification and Nation's Unified Development." 


Noting that our people is facing an important task to accomplish the historical 
cause of national reunification at an early date, the author of the article says: 


The way of confident and speedy accomplishment of the cause of national reuwnifica- 
tion lies in carrying into practice the new proposal for founding the Democratic 
Confederal Republic of Koryo put forward by the great leader Comrade Kim Il-—song. 


Because the proposal shows the most justifiable, reasonable and realistic way of 
national salvation for the country's reunification. 


The new proposal for reunification not only thoroughly reflects the objective 
reai‘ties within and without our country but also carries fair contents acceptable 
both to the north and the south. 


The proposal, first of all, formulates most fairly the form and structure of the 
confederal state. 


The form of the confederal state newly formulated by the great leader is neither 
a confederation of different nations nor confederation of different states. The 
DCRK is a democratic republic of confederal style within temporarily divided one 
nation and between two regions. 


Its structure is also a new one to be formed on the basis of recognizing the 
different two social systems. In other words, it would be one unified national 
state in which confederation is achieved, for the noble purpose of national 
reunification, not on the basis of the singleness of the system, but on the basis 
of the commonness of the nation, with the difference in the system preserved, as 
there actually exists such difference. The proposal to found the DCRK also cor- 
rectly defines the relations between the unified government and the regional 
governments. 


The great leader solved with his originality the problem of relations between 
the unified government and regional governments on an entirely new ground neither 
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centralist nor decentralist, to suit the condition of forming a unified state, a 
confederal state, by bringing into one two regions where two different systems 
exist. 


The proposal to found the DCRK opened a bright prospuwct for achieving national 
unity and realising national reunification bw defining the most realistic and 
reasonable form and structure of the confederal state and relations between the 
unified government and regional governments, reflecting the objective reality of 
the country where exist differences in ideology and systen. 


The proposal also correctly defines the home and foreign policies to be pursued 
by the confederal government. 


The independent stand of the unified state and the democratic and patriotic 
policies to be enforced by the confederal government are comprehensively expounded 
in the ten-point policy of the confederal state. 


The ten-point policy is a firm guarantee for reducing the differences between the 
north and the south caused by the protracted division of the country and achieving 
a unified development of the country and the nation. 


The proposal also reasonably names the unified state to suit the desire of the 
north and the south. 


It stimulates the national pride and honour of our people to call the confederal 
state the Democratic Confederal Republic of Koryo after a unified state that 
once existed in our country and is well known to the world and by reflecting the 
common political aspirations of the north and south for democracy. 


All the contents of the proposal to found the DCRK from the form and structure 

of the confederal state to the relations between the unified government and 
regional governments, the ten-point policy and the name of th« confederal state 
are fairly defined and elaborated to be acceptable tv anyone who is truly concerned 
for reunification. 


This is why the proposal is enjoying undisputed support and welcome of the entire 
Korean people and world peace-loving people today. 


Anyone who truly feels pain at the reality of division and is concerned for the 
future of the country and the nation, should turn out to the struggle for carrying 
into practice the proposal to found the confederal state, united closely on a 
great national united front under the banner of national reunification, whether 
he is in the north or in the south or abroad, whether he is a communist or a 
nationalist or a religionist. 


CSO: 4120/305 
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INTER-KOREAN AFFAIRS 


DPRK PAPERS CONDEMN CHON'S LIBERATION DAY ADDRESS 
$K191102 Pyongyang KCNA in English 1040 GMT 19 Aug 81 


[Text] Pyongyang August 19 (K°NA)--MINJU CHOSON and PYONCYANG SINMUN today comment 
on an “address” made by the traitor Chon Tu-hwan at a “celebration of the libera- 


tion day” a few days ago. 


The author of the MINJU CHOSON commentary says: The puppet traitors babbling 
that his assumption of office was helpful to making some progress in “consoli- 
dating national sovereignty” is a shameless one which can be made only by such 
a brazenfaced rascal as the traitor Chon Tu-hwan. 


It goes on: 


What he did after seating himself in “power” was turning the whole land of South 
Korea into a most horrible living hell of the late 20th century, frantically 
seeking fascism, split and war, while clinging to the coattails of the foreign 
forces and bartering away South Korea wholly to thea. 


No matter how many mouths he may have, the puppet traitor cannot prettify his 
robbery of “power” by a conspiratorial means and the treacherous acts he has 
committed against the nation under the backstage manipulation of U.S. imperialisna. 


The commentary lashes at the traitor Chon Tu-hwan for carping in his “address” on 
our sincere efforts for the reunification of the country and advertizing the 
“mutual visit proposal" as if it were a step for “unification,” “nation” and 
“peace.” 


It continues: 


The traitor Chon Tu-hwan who is trying to find a way out in the perpetuation of 
the division again came forward with the rejected proposal for “mutual visits," 
frightened at the great vitality of our new reunification proposal and proposal 
for national salvation. 


The traitors “proposal” is a trick to put down the mounting desire of the South 
Korean people for reunification and mislead public opinion. 
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The traitor who stained his whole body with the blood of fellow countrymen, 
ruthlessly slaughtering South Korean people calling for democracy in society and 
national reunification, is not entitled at ell to discuss the important matter 
of the nation and cannot be a party to a dialogue for reunification. 


Noting that the traitor Chon Tu-hwan prattled in his “address™ about “industrialisa- 
tion,” “democracy” and “peaceful change of power,” the commentary says: All this 
is honeyed words. 


It further says: 


The so-called “industrialisation” is a variety of the slogan “modernisation” put 
up by his predecessor. “Democracy” and “peaceful change of power” are also a 
shopworn catchword used by the former dictator. 


His talk about “democracy” and “peaceful change of power" is a foolish trick to 
benumb the fighting spirit of the people demanding the resignation of the traitor 
Chon Tu-hwan and the abolition of the military fascist “regime.” 


In a word, the utterances made by the traitor Chon Tu-hwan in his “address” seek 
the sinister aim to put down one struggle of the South Korean people against 
fascism and for democracy and national reunification, delude public opinion, 
persist in treachery, freeze the division of the country and stay on in power 
indefinitely. 


The traitor Chon Tu-hwan must not resort to a cheap trick but step down from 
“power” as demanded by the people. 


CSO: 4120/305 
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INTER-KOREAN AFFAIRS 


S. KOREA'S HANKUK YOUTH LEAGUE SCORED 
SK191108 Pyongyang KCNA in English 1050 GMT 19 Aug 81 


[Text] Pyongya g August 19 (KCNA)--The Korean Students Committee, in its statement 
made public on August 18 in connection with the scheme of the Chon Tu-hwan fascist 
clique to trump up the “Hankuk Youth and Childrens League," a new fascist organisa- 
tion of youth wd children, strongly demands the Chon Tu-hwan group to immediately 
give up the schewe. 


The statement says: 


The Chon Tu-hwan group tries to cook up a government-subsidized fascist organisa- 
tion at schools of all levels, cadet scnools, factories and enterprises of South 
Korea till 1986 starting from this year and forcibly embrace students, youth and 
children in it. 


The trumping up of the “Hankuk Youth and Childrens League” which is vociferously 
advertised by the military fascist clique among the South Korean youth and students 
as if it would bring about a new change is a deliberate political plot to deprive 
the students, youth and children of freedom of study and right to it, further 
fascistise schools and train them as faithful servants of the military fascist 
dictatorship. 


The statement goes on: 


With a renewed determination, fighting spirit and courage the South Korean students, 
youth and children should valiantly rise and decidedly smash the scheme of the 

Chon Tu-hwan group to knock into shape the fascist “Hankuk Youth and Childrens 
League.” 


The struggle for checking and frustrating the scheme to trump up the "Hankuk Youth 
and Childrens League” is part of the sacred struggle for campus freedom and democ- 
racy in society and a righteous struggle related to the independent and peaceful 
reunification of the country. 


The South Korean youth and students should furiously raise the flames of the 
struggle for smashing the scheme to fabricate the “Hankuk Youth and Childrens 
League” and develop it into a massive resistance against the Chon Tu~-hwan group 
and for democracy. 


The Chon Tu-hwan group must give up at once the criminal scheme to cook up the 
"Hankuk Youth and Childrens League.” If it does not want to meet the same 
miserable and as its predecessors in the flames of the massive resistance of the 
indignant youth, students and people, it must step down from power without delay. 


CSO: 4120/305 
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INTER-KOREAN AFFAIRS 


"NODONG SINMUN' CONDEMNS CHON AS YUSIN BOSS 
SK191615 Pyongyang KCNA in English 1549 GMT 19 Aug 81 


[Text] Pyongyang August 19 (KCNA)--NODONGC SINMUN Tuesday carried a signed article 
headlined “Appearing on the Scene as Boss of Yusin Remnants.” 


At early dawn on December 12, 1979, tens of thousands of puppet army troops 
stormed into the Seoul streets led by tanks and armoured cars and skirmishes 
took place everywhere. 


This surprise action of the puppet army was a coup of the "Yusin" remmants which 
is known as “December 12 army purge operation” staged by Chon Tu-hwan the military 
gangster. 


For the coup that day, traitor Chon Tu-hwan secretly moved forces of the puppet 
security command and the 9th, 20th and 30th divisions of the puppet army 50,000 
strong and more than 100 tanks near Seoul. 


Chong Sung-hwa, the chief of staff of the puppet army and “martial law commander,” 
and over 40 generals of the puppet army were arrested that morning and the power 
of the puppet army fell into the hand of traitor Chon Tu-hwan. 


The December 12 army purge coup was the first step toward the seizure of power 
taken by traitor Chon Tu-hwan and other remnants of the force of defunct dictator 
to revive the "Yusin™ fascist rule in South Korea; it was a wanton challenge to 
the people calling for democracy and reunification. 


Here is a story of what happened at a “meeting of all commanders” of the puppet 
army which was held right after the assassination of traitor Pak Chong-hui, the 
defunct dictator. 


There the majority of the brasshats of the puppet army shared the view that with 
the assassination of puppet Pal. .nong-hui “the Yusin system could not but be 


dissolved.” 


This reflected the trend of the situation and proved how strong was the demand of 
the South Korean peop'e for putting an end to the "Yusin" fascist rule and real- 
izing the democratization of society. 
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But, traitor Chon Tu-hwm: ~eportedly held at the “meeting” that the "Yusin systen 
should be frozen for three months at least.” 


It was not without reason that traitor Chon Tu-hwan, who was 42 mere cajor general 
of the puppet army, openly came out against his seniors by calling for the main- 
tenance of the “Yusin”™ systen. 


As already exposed, traitor Chon Tu-hwan was No. one lackey of dead Pak Chong-hui. 


What is more important is the fact that the traitorous puppet, as a hidden stooge 
of U.S. imperialisa, relied on the backing of the U.S. masters occupying South 
Korea. 


According to reports, it was the way out found by the United States to revive 
the military fascist rule through traitor Chon Tu-hwan, the hand-raised spy and 
hidden stooge, and maintain the "Yusin™ system without Pak Jung Hi. 


Informed of the scheme of his American patrons, traitor Chon Tu-hwan, had run 
wild, biinded with greed for power, and, no sooner had the defunct dictator been 
Slain that he called on Wickham, "South Korea-U.S. combined forces commander," 
informed him of the move of the puppet military to recede from the “Yusin" system 
and framed with hia a plot to grab “power.” 


This plot was soon carried into practice. With the guarantee of U.S. imperialisa, 
traitorous puppet Chon Tu-hwan, in the capacity of the “security commander” of the 
puppet army, grabbed the post of the “chief of the joint investigation headquarters 
of the martial law command.” Then he arrested Kim Chae-kyu who shot dead the 
former dictator and kicked up a fascist rowdism for removing the bosses of the 
puppet Central Intelligence Agency and large opposition force within the military, 
branding them as Kim Chae-kyu's supporters and sympathizers. 


At last, he staged the December 12 army purge coup and completely seized the 
military power; under the pretext of promoting the “course of political develop- 
ment,” he stepped up in full scale his manoeuvres to seize “power.” 


All the criminal acts committed by traitor Chon Tu-hwan against the people 
ardently hoping for democracy and reunification after grabbing power though 
intrigues as a watch dog of U.S. imperialism and boss of the “Yusin"™ remnants, 
will surely be counted at the judgement by history and people. 


CSO: 4120/305 
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S. KOREA/POLITICS AND GOVERNMENT 


BAIEFS 


SUPPORTERS’ GROUP ACTIVATION-—-Seoul, 17 August (YONHAP)--Korea’s ruling Democratic 
Justice Party is expected to activate its supporters group this week to obtain 
financial help from it. The party embarked on the formation of the supporters group 
beginning early this month and has since received applications for the membership 

of the group from some 500 private enterprises and businessmen. Reliable party 
sources said Monday that the group will be formed by 20 August after choosing a 
chairman and other staffs. By law, each political party can form a supporters group. 
The political fund to be raised by a supporters group should not exceed two billion 
won (2.93 million U.S. dollars) a year. Those who donated political funds will get 
tax deductions. [Text] [SK170206 Seoul YONHAP in English 0153 GMT 17 Aug 81] 
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5. KOREA/ECONOMY 


KOREA TO JOIN INDONESIAN COAL DEPOSITS DEVELOPMENT 
SK190603 Seoul THE KOREA TIMES in English 19 Aug 81 p 7 


[Text] "Korea will participate actively in the development of coal deposits in 
Indonesia under a joint partnership with Indunesians. 


"The two countries have also agreed to step up technical cooperation in the energy 
field." So said Vice Energy-Resources Minister Choe Tong-kyu [during] and interview 
yesterday after returning home Sunday from a three-day meeting in Jakarta of the 
Korea-Indonesia Joint Cooperation Committee on Resource Development. 


Choe said, “Binational economic cooperation is on the upbeat, especially in the 
energy field, spurred by the summit meeting late last June between President Chon 
Tu-hwan and his Indonesian counterpart Suharto." The Jakarta meeting also tackled 
important issues including Korean imports of crude oil exploration in Indonesia, all 
agreed upon earlier. 


Brought into the spotligh* in the annual binational meeting were joint coal develop- 
ment and technical cooperation, Choe said. 


Under the agreed minutes signed at the end of the three-day meeting, Choe said, 
Korea will join the exploration and exploitation of coal deposits in the resource- 
rich country. 


In the planned joint coal exploration program, Choe said, Indonesia promised to 
provide cortract terms “not disadvantageous to Korea" in comparison to the other 
foreign countries. The Indonesian side is required to show copies of the contracts 
signed between the Indonesian state coal corporation and foreign companies in order 
to keep the promise, Choe said. 


Indonesia plans to produce 10 million tons of coal by 1980 to help meet demand for 
15 million tons, according to Choe. The present coal output is 300,000 tons a year. 


Under the plan, the Jakarta government is expected to step up coal production. 
According to available data, some 3.6 billion tons of coal are estimated to be 
buried underground. 


To meet the -ver-rising demand for coal, Choe explained, Indonesia welcomes for- 
eigners' participation in the coal production progran. 
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touching on technical cooperation, Choe stressed the establishment of sister rela- 
tions between energy research institutions in the two countries. 


The sister relationship arrangement signed in the meeting involves the Korea In- 
stitute of Energy and Resources and the Korea Electric Co., from the Korean side; 
Directorate of Mineral Resources, Electricity Enterprise (PLN) and the Oil and Gas 
Technology Development Center (LEMIGAS) of Indonesia. 


To invigorate bilateral efforts to step up technical cooperation, Choe said, 17 
Indonesian trainees and researchers engaging in the energy area will be dispatched 
to Korea. 


Six Korean experts on energy developmeni and electricity will also be sent to In- 
donesia to help the Indonesians get technology, Choe said. 


In a bid to cement close energy cooperation between the two countries, Choe said, 


the vice ministerial meeting of the resource committee was likely to be upgraded to 
a minister-level one from next year. 
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S. KOREA/ECONOMY 


COUNTRY SEEKS TO BUILD OIL PROSPECTING SHIP 
SK190143 Seoul YONHAP in English 0132 GMT 19 Aug 81 


[Text] Seoul, 19 August (YONHAP)--Korea is pushing ahead with a plan to build its 
own oil rig to expedite the development of offshore seabed oil resources. 


Energy-resources Ministry officials said Wednesday that construction of Korea's 
own oil prospecting ship is necessary to give a fundamental solution to the current 
difficulty in obtaining chartered foreign oil rigs. 


Pressed hard by the necessity to tap possible oil reserves off its coast, Korea is 
carrying out a joint continental shelf development project with Japan in quest for 
seabed oil resources and plans to launch an independent oil development project in 
the fourth mining zone along the continental shelf stretching southeast of Cheju 
Island. 


At present, charterage for a foreign oil rig reaches more than 40,000 U.S. dollars 
a day, and Korea had to defray over 10 million dollars last year in expenses for 
drilling by a foreign oil prospecting ship two shafts in the seventh subzone in the 
Korean-Japanese joint development area, and, in the case of seabed development, 
drilling one shaft will require some seven to eight million dollars, according to 
the officials. 


Construction of Korea's own oil prospecting ships will reduce such expenses consider- 
ably, the officials added. 


Construction of a 10,000-ton semi-submerge offshore oil prospecting ship will start 
next year at a total cost of eight million dollars, 30 percent of which will be met 
by domestic funds and the remaining 70 percent by foreign loans. 


The government will put up 15 percent of the required domestic capital and a con- 
sortium of the country's major shipbuilders including Daewoo, Samsung and Hyundai 
will defray the remaining 15 percent, the officials said. 


The Korea Petroleum Development Corp. will supervise the construction of Korea's 
first oil rig which is expected to be in use beyinning in 1983. 
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S. KOREA/ECONOMY 


BRIEFS 


OIL EXPLORATION IN INDONESIA--Seoul, 17 August (YONHAP)--The Korea Development Co 
(KODECO) has decided to start an elaborate search on Indonesia's Madura oil field 
late this month, advancing its original schedule by some two months, Energy-Re- 
sources Ministry sources said Monday. KODECO will decide locations of drilling 
after examining the result of the survey and will begin drilling early next year, 
the sources said. The sources said KODECO decided to survey the oil field because 
an accurate computer reading system was developed recently. Earlier surveys by 
foreign companies said that the Madura oil field was estimated to possess 200 to 
900 million barrels in oil deposit. KODECO officials said they recently rejected 
a proposal by a U.S. oil ccmpany to develop the area jointly. The officials said 
that the U.S. company estimated the oil deposits in the area at some 977 million 
barrels. [Text] [SK170125 Seoul YONHAP in English 0112 GMT 17 Aug 81] 
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S. KOREA/FOREIGN RELATIONS 


DAILIES VIEW KOREA-JAPAN FOREIGN MINISTER TALKS 
SK200257 Seoul YONHAP in English 0243 GMT 20 Aug 81 


[Text] Seoul, 20 August (YONHAP)--Major Korean newspapers Thursday expressed a hope 
that the Korea-Japan foreign ministers meeting opening Thursday in Tokyo will provide 
a turning point to relations between the two neighboring nations. 


The CHOSON ILBO, one of Seouls three morningers, attached a special significance to 
the bilateral conference in that it is the first government-level contact between 
the two neighbors since the birth of the fifth republic in Korea and the changes in 
the United States and Japanese administrations. 


Hoping that the two-day meetiag in Tokyo would bear as many tangible results as 
possible, the daily editorially called for a modificatior of the form of relations 
between Tokyo and Seoul. 


The editorial said, relations between tne two countries should be devoid of anything 
that is unfair. Any dirty behind-the-curtain deals or irregularities in economic 
exchanges between the two countries and the so-called Korean-Japanese adhesion should 
be eliminated thoroughly. 


“Any prejudice, out of a sense of either superiority or inferiority, should be dis- 
posed of because it hampers the development of true friendship among nations. The 
commercial act of lending money should not be called economic aid as if it were based 
on a humanitarian point of view. 


"In order to have relations between Tokyo and Seoul roll on the right track, the 
enormous trade imbalance now running in favor of Japan should be corrected. As long 
as such a trade imbalance remains uncorrected, the terms cooperation, interdependence 
and friendship are no more than diplomatic jargons. 


Meanwhile, the Seoul SINMUN, emphasizing the necessity of reshaping relations between 
Seoul and Tokyo, called for the recovery of mutual confidence between the two coun- 
tries. 


Pointing out that Japan's diplomacy toward Korea is full of technical skills and 
lacks sincerity which has caused now and then the Korean people to feel a sense of 
betrayal, the state-run daily also editorially said, whether Korea can recover its 
confidence in Japan or not chiefly hinges on Japan's attitude at the foreign minis- 
ter's meeting. 


"Japan should have a right recognition of Korea's role in peace and stability in 
Northeast Asia. If Japan has such a recognition, it cannot be stingy with economic 
cooperation with Korea, the Seoul SINMUN said. 


CSO: 2140/307 
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N. KOREA/ECONOMY 


NORTH KOREAN TRADE POLICY AND SYSTEM ANALYZED 
Seoul PUKHAN in Korean Jul 81 pp 74-90 
[Article by Chon Ung-yol, Ph. D. in Economics, professor at Sungjon University] 


[Text] In discussing the North Korean trade policy and trade system, I will survey 
their trade policy first, dividing it into the following areas: (one) the basis 
for their foreign trade policy; (two) foreign trade operating principles; and 
(three) foreign trade policy means. 


Next I will survey their trade system, dividing it into the following areas: 
(one) trade and management organs; (two) tariff systems; and (three) their foreign 
exchange management system. 


I will examine the basis for North Korea's foreign trade policy, dividing it into 
the following areas: (one) the principle of political and economic coincidence; 
(two) the line for the self-dependent economy; and (three) the principles of 
equality and mutual benefit. 


We can cite the principle of political and economic coincidence first in the basis 
for North Korea's foreign policy. Until the 1960's, North Korea's foreign trade 
policy held the view that politics were primary(1] and upheld the principle of 
political and economic coincidence, but in the 1970's a tendency to attach impor- 
tance to economic factors surfaced and in the 1980's a tendency to view economics 
as more important is growing stronger. 


In the "Ten Great Political Programs" announced by Kim Il-song on the occasion of 
the establishment of the Fourth Cabinet on 16 December 1967, he confirmed that 
North Korea was using the so-called “principle of the inseparability of politics 
and economics" in foreign trade under the standards of the class principle and 
proletarian internationalisml2] by giving first consideration to political factors 
over economic factors and using foreign trade to further political goals. [3] 
Article 8 of the same political programs specifies that the principle of the 
inseparability of politics and economics as a basis of foreign trade is to be 
applied differently according to the state with which trade is done.[4] That is, 
the principle of political and economic coincidence is applied to socialist coun- 
tries, the principle of political primacy to neutral non-aligned countries and the 
principle of political and economic separation to capitalist countries in accord 
with economic interests. 
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In developing its foreign trade, North Korea has given preference to the socialist 
market and has applied the principle of political and economic coincidence. North 
Korea's foreign trade policy has given first preference to the socialist market 
based on a firm class standpoint. 


That is, the formatior of a socialist market makes it possible to develop the 
national economy of each socialist state and contribute much to the enhancement 

of the people’s livelihood by furthering economic and technical interchange between 
socialist states, to develop the national economies of the socialist countries and 
make trade profitable,[6] and to defend against the expansionist policy of capital- 
isml7] with the extension of the socialist market. 


By applying the principle of political and economic coincidence and giving first 
preference to the socialist market, North Korea is evolving a foreign trade policy 
of escaping the yoke of imperialism and furthering the crisis of the capitalist 
economy at the same time that it seeks the economic development of the socialist 
states and the strengthening of the economic relations of the socialist camp. (8 


In developing its foreign trade, North Korea has given second preference to non- 
aligned neutral countries ‘here it has developed trade based on the principle of 
equality and mutual benefiti9] and has sought to help newly independent countries 
establish political and economic independence by liberating them from the new 
imperialism of the capitalist —“— 


North Korea uses a staged method of approach with the newly independent countries 
of the Third World, beginning with non-political trade relations and developing to 
political relations along a route of concluding a trade =sct, establishing a trade 
delegation, raising it to consulate-general status, and establishing diplomatic 
relations; based on such a principle of political primacy, North Korea's policy 
gives heavy weight to the political element of striving to aid anti-imperialist 
struggles. [11] 


In order to compete diplomatically with the R.O.K., in the 1960's North Korea 
began seeking diplomatic success by increasing trade with the non-aligned neutral 
countries of the Third World along with providing below cost economic and techni- 
cal aid. 


Based on economic interests which have the secondary intent of pursuing actual 
profit such as developing trade with capitalist countries that respect North 
Korea's independence and want to form economic ties with North Korea, the North 
Koreans began applying the principle of political and economic separation in the 
late 1960's to expand its trade and economic cooperation with advanced Western 
countries. [12] 


The first state to which North Korea applied its principle of political and economic 
separation in foreign trade was Japan. Until the late 1960's North Korea insisted 
on the repeal of the R.O.K.--Japan Agreement as a precondition to economic exchange 
with Japan, but North Korea adopted the principle of political and economic separa- 
tion when it stated at the October 1971 meeting between Kim Il-song and (Tokyo 
mayor) Minobe Ryokichi that "As long as the R.O.K.--Japan Agreement is not repealed, 
political intercourse will be difficult. We request active expansion of economic, 
cultural and personal intercourse." 
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North Korea‘s motives for adopting the principle of political and economic separa- 
tion seen above include the political element of seeking to realize long term 
diplomatic relations as well as the economic element of pursuing real profit. 


As a result of sharp cuts and suspensions in economic aid from the U.S.S.R., Com- 
munist China and Eastern European countries, by 1972 North Korea was forced to seek 
trade and economic cooperation with Western countries, especially Japan and other 
OECD countries, in order to obtain the capital, technology and foreign exchange 
needed for the conduct of the Six Year Economic Plan (1971-1976) and the second 
Seven Year Economic Plan (1977-1983). 


Although North Korea has adopted the principle of political and economic separation 
in its trade with Western countries, it has adopted a selective principle of politi- 
cal and economic separation in that it has no trade with the U.S., Free China or 
Israel. 


However, North Korea carries on trade with other capitalist countries so that al- 
though there is the element of pursuing real profit, we must not overlook the 
political element of striving to establish diplomatic relations through trade. 


As seen above, the basis for North Korea's foreign trade policy from a viewpoint 

of the pursuit of real profit has moved from the principle ot economic and political 
coincidence to the principle of economic and pel.tical separation and from political 
primacy to economic primacy as it has found itself forced to overcome its economic 
stagnation through trade based on international division of labor. That is, being 
totally unable to develop its people's economy by its autarkic method of economic 
growth oriented to the domestic market, North Korea was forced to choose an open 
method of economic growth oriented to the international market. 


We can cite the self-dependent national economy line nest in the basis for North 
Korea's foreign trade policy. The self-dependent national economy line is a line 
striving to mobilize the country's own resources and capacity according to the 
principle of self-reliance in order to achieve self-sufficient economic autarky. 


This self-dependent national economy line strives to build a comprehensive and 
self-dependent national economy capable of basically fulfilling with domestic 
production the increased demand resulting from economic construction, defense con- 
struction and improvements in the people's livelihood. 





Thus North Korea meets basic demand materials and large quantity demand materials 
with domescic production, but it supplies special demand materials, materials in 
short supply and materials it cannot produce domestically such as machinery, plant 
capital, raw materials and technology through foreign trade. As a result, North 
Korea's foreign trade has developed as a means to contribute to the construction 
of the self-dependent national economy.|1 


That is, as a means which serves the construction of the self-dependent national 
economy comprised of a comprehensive organic development which primarily develops 
heavy industry while developing light industry and agriculture in tandem,[14] North 
Korea's foreign trade policy has a supportive, subsidiary character oriented toward 
the domestic economy whereby it imports the materials needed to carry out economic 
plans and exports in consideration of domestic demand and balance. 
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By importing aid from the West, including Japan and the OECD countries, including 
the machines, capital facilities such as plants, raw materials, and technology 
needed in construction for carrying out the Six Year Plan and the second Seven 
Year Plan, North Korea's foreign trade is expanding in the capitalist market more 
than in the socialist market. 


As a result, North Korea's foreign trade has shifted from the Communist world to 
the free world so that the proportion of trade with the free world has increased 
more than that with the socialist market. The following are the factors in the 
increase of North Korea's trade with the free world. 


First, with the sharp cuts in aid from China and the Soviet Union beginning in the 
latter 1960's, North Korea, in order to bring in the capital goods, facility capi- 
tal and technology necessary for the conduct of the Six Year Plan and the second 
Seven Year Plan along with the foreign exchange needed to buy them, transformed 
its trade and economic cooperation with Western nations to loans and deferred pay- 
ment exports to North Korea as part of their market expansion. 


Second, in order to raise the people's standard of living in its Six Year Plan and 
second Seven Year Plan, North Korea brought in consumer industry sector factory 
equipment of a comparatively high technological level from Western countries. 


Third, greatly stimulated by the R.O.K.'s high level of economic growth, North Korea 
increased its bringing in of the capital goods, equipment and technology, the bor- 
rowing and deferred payment imports needed for the Six Year Plan and the second 
Seven Year Plan. 


As a result, through the 1970's and into the 1980's North Korea's foreign trade 
policy changed into the principle of political and economic separation while 
expanding its trade and economic cooperation with Western countries and beginning 
to revise somewhat is self-dependent economy line of autarkic policy based on the 
principle of self-reliance. 


However, North Korea's autarkic policy of the self-dependent economy line will be 
difficult to achieve as long as the North Koreans do not first have a great revolu- 
tion such as the economic revolution carried out in the Eastern European countries, 
do not second abandon the line of the primacy of politics and military affairs, and 
do eae tC bie change over to an open economy based on international division of 
labor. 


We can cite the principle of equality and mutual benefit in the basis of North 
Korea's trade policy. North Korea's trade policy basis relies on the rrinciple 

of equality and mutual benefit based on barter trade between two countries. North 
Korea upholds the principle of equality and mutual benefit in order to prevent the 
colonial and foreign dependent nature of trade. [16] 


North Korea has the prejudice of Lenin's view of trade as monopoly capitalism's 
international exploitation seeing capital cooperation as "a law of imperialism by 
which monopoly capitalism rules overseas markets" while at the same time viewing 
trade between capitalist countries as "looting done through the exchange of unequal 
values between advanced and backward countries."[17] 


31 








I will examine North Korea's foreign trade operating principles, dividing them into 
the following areas: (one) the doctrine of import primacy; (two) the doctrine of 
import/export balance; and (three) the doctrine of barter trade. 


First among the operating principles of North Korea's foreign trade, we can cite the 
doctrine cf import primacy. North Korea's foreign trade emphasizes importing ac- 
cording to a fixed import plan the materials needed for economic plans while export 
is carried out according to an export plan as a means to provide foreign exchange 
required tc meet the isport demand. 


In North Korea's foreigz trade, imports are first fixed according to the “principle 
of importing a fixed amount” and exports have the secondary character of being the 
means of providing the foreign exchange needed for imports. Thus, North Korea's 
foreign trade emphasizes importing the materials needed for the construction of 

the self-dependent national economy so that the items imported center zround those 
types of machine equipment needed to promote self-dependent industrialization such 
as capital goods and equipment while the import of consumer materials is generally 
restricted. 


As a result, in accordance with the policy of heavy industry primacy, North Korea's 
primary imports are heavy industry products while other products comprise the 
secondary imports. 


North Korea's foreign trade upholds the doctrine of import/export balance by holding 
to the principle of the so-called “doctrine of bilateral equilibrium" of trade 
balances which argues that bilateral equilibrium is the first concern. Thus, in 
order to guarantee its balance with each country, North Korea normally concludes 
reciprocal trade agreements upon which it bases its trade activity; accordingly, 
North Korea frequently sets forth as a condition when it authorizes foreign trade 
exports equivalent to imports. 


As a result, North Korea's foreign trade usually concludes a reciprocal agreement 
for each exchange and in principle during the period of the agreement conducts 
discussions with the other country regarding the content of transactions for the 
sake of the balance of imports and exports. By such discussions, in principle the 
bilateral trade balances ensure the balance for each country. 


North Korea is maintaining its reciprocal trade doctrine based on the principle of 
bilateral import/export balance comparatively strictly for Western countries as 
well as the Communist world. 


This principle is the basic factor in North Korea's non-expanding foreign trade. 


The reasons why North Korea maintains the principle of bilateral import/export 
balance comparatively strictly are first to prevent economic domination and second 
because of a shortage of foreign exchange due to a chronic trade deficit. 


North Korea maintains the principle of bilateral barter trade in its foreign trade. 
North Korea‘s trade with socialist countries is done through long term trade and 

payment pacts concluded between governments while its trade with Western countries 
is done through trade agreements and bank agreements concluded on a civilian base. 
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The reason North Korea upholds the doctrine of barter trade comparatively strictly 
is because of the shortage of foreign exchange resulting from its chronic trade 
deficit. That is, because of its shortage of foreign exchange, whenever North 
Korea concludes reciprocal trade and payment agreements and has bilateral trade it 
avoids settling accounts in exchangeable currency but rather strives to carry on 
foreign trade without using gold or foreign exchange as much as possible by using 

a fixed currency by which export and import amounts are determined by agreement and 
establishing a swing margin for each side and adopting a form of settlement by which 
the small variances are settled after a period of time. 


With the recent increase in Western trade, North Korea's deficit in trade with the 
West has increased greatly; in order to resolve this, North Korea is, a part of its 
policy, strongly demanding of Western exporters that they import part or all of the 
export loan in North Korean products in so-called “counter trade which is one form 
of barter trade based on the principle of bilateral balance. 





However, through the 1970's and into the 1980's North Korea has been somewhat 
moderating its generally conventional strict doctrine of barter trade to change 
from individual barter trade to comprehensive barter trade. 


Recently North Korea further moderated this barter trade doctrine to apply it more 
elastically, depending on the country--a good example of this is trade with Japan. 


With the increase of the importance of the import from Japan of the newest machinery 
and plant facilities through the 1970's and into the 1980's, North Korea's deficit 
in trade with Japan has grown greater. 


I will examine North Korea's foreign trade policy means, dividing them into ti - 
following areas: (one) price policy; (two) excise and exchange policy; and (three) 
quantity limitation policy and other policy means such as foreign economic coopera- 
tion. 


North Korea applies a law of value which determines value according to the cost of 

labor added to the product as its principle for determining trade prices. However, 
domestically North Korea has adopted a price policy which separates commodity price 
from product value according to the goals of its economic plan and is not applying 

its law of value. 


Since the socialist market's international price reflects international value, 
North Korea bases its prices ir trade with socialist states on the international 
market price which reflects international value. 


Divided between trade with socialist states and trade with capitalist states, 

North Korea's trade price is as follows. The price of commodities in North Korea's 
trade with socialist countries is determined by negotiation and agreement between 
the countries involved based on international market prices. That is, the price 

of comaodities in North Korea's foreign trade is determined based on the capitalist 
market price and the socialist market price.[19] 


That is, the price of commodities in foreign trade is determined by the so-called 
bargaining price by which the price is determined by negotiations with the other 
country based on the international market orice. {20} There is a strong possibility 
that non-economic factors based on political concerns may be operative in the 
determining of North Korea's foreign trade commodity prices. 
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Next, the import commodity tity in North Korea's trade with capitalism is based on 


the capitalist market pricel21] but in consideration of North Korea's economic situ- 
ation is determined at a price lower than the international market price level. 
North Korea determines itsimport price at a level lower than that of the interna- 
tional market price through long term talks and the multiplication of the countries 
from which it imports. 


Also, North Korea's export price in trade with capita_ism is determined at a lower 
level than that of the international market price due to North Korea's need to 
acquire foreign exchange, its weakness in international competition such as poor 
quality products, and its market inactivity. 


The price of North Korea's import and export commodities is divorced from the 
domestic commodity price. That is, in contrast to the setting by the state of an 
official price for che domestic purchase of export commodities and the domestic 
sale of import commodities, the external sale price of export commodities and the 
external purchase price of import commodities are determined by the international 
market price; therefore, as a result of import and export activity there is a dif- 
ference between the domestic price of import and export commodities which is 
determined by the official price and the international price of import and export 
commodities which is determined by the international market price which the state 
either compensates or recovers as “trade variance funds ."(22) 


Variable costs such as freight, storage, insurance, customs and taxes, advertising, 
bank interest, natural losses, depreciation, inspections, middleman processing and 
management, and labor must be added to the price of import and export commodi- 
ties.{23] Also, if one * mo the profits of trading organs, then that profit 
must be included as well.[24 


North Korea can use trading prices as one tool of its foreign trade policy means. 
North Korea can reduce export commodity prices or even dump export commodities at 
prices lower than production costs for political purposes such as forming diplomatic 
relations or economic purposes such as eliminating international competition, cap- 
turing markets or acquiring foreign exchange. 


As one tool of its foreign trade policy means, North Korea can use its customs 
policy and its foreign exchange policy. 


First, looking at the customs policy, North Korea can levy high customs in order 
to foster domestic industry under its goal of protecting its self-dependent 
national economy. 


North Korea uses its customs policy in trade with socialist countries as a means 
to meet customs reductions from the other party in trade negotiations and uses it 
as @ means to gain most favored nation treatment in its trade negotiations with 
capitalist nations. 


North Kerea can use its customs policy not only for economic purposes such as 

as a means to protect domestic industry, a means to change the import/export 
structure, a means to bring in finances, or a means to negotiate with other coun- 
tries, but also for political purposes. 
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The foreign exchange rate is the buying power of one’s «wn currency for trade 
commodities in the relative price of each other country's currency. Wot only does 
North Korea's exchange rate not reflect a balanced price identical to domestic sup- 
ply and demand, but also domestic prices are determined by political motives; 
therefore, mot only is the exchange rate divorced from the value, but also it is 
an official rate fixed by the government which does not reflect a balanced exchange 
rate determined by supply and demand. 


Although North Korea's foreign exchange policy comparatively fairly reflects its 
currency’s buying power in the socialist market so that there is little fluctuation 
in the exchange rates, in the capitalist market it does not reflect its buying 
power but rather it changed from time to time for economic or political purposes. 
North Korea uses its foreiga exchange policy as a means of its foreign trade policy 


through manipulating exchange rates. 


Other trade policy mesns include the quantity limitation policy and the foreign 
economic cooperation policy. North Korea's trade quantities are determined by its 
quantity limitation policy through pre-planning by the State Planning Comittee 
and through the control and management of the Ministry of Trade. North } -rea's 
trade fixes quotas for each commodity through negotiations with the other party. 
However, the commodity quotas use the quantity limitation policy more for capital- 
ist countries then for socialist countries. 


Until the 1960's North Korea was a recigient of aid, getting economic aid from 
such socialist countries as China, the Soviet Union and COMECON countries but 
beginning in the late 1960's it emerged as a donor of aid, giving economic help, 
no matter how small the scale, to the countries of the Third World so that through 
the 1970's and into the 1980's even though it is unable to retire its foreign debt, 
it is providing economic aid to non-aligned countries to achieve political and 
economic goals. 


Il will examine North Korea's trade and management organs on the state scale, 
dividing them into the following: (one) the Ministry of Trade, which is the body 
that has overall control of the composition of the various enterprises and their 
exchange of commodities; (two) the trade organs estaibiished overseas which carry 
on trade activities; (three) the Ministry of External Economic Affairs; (four) the 
Committee for the Promotion of Foreign Trade; (five) the Public Corporation for 
Trade which itself is an organized body for foreign tradel25); and (six) foreign 
trade banks. 


The characteristics of North Korea's trade and management organs include: (one) 
the unity of political and economic guidance; (two) the democratic centralization 
system; (three) the planned character of trade activity; (four) the sole responsi- 
bility system; and (five) the self-supporting accounting systen. 


The Ministry of Trade (Muyok-pu) is the old Ministry of Trade (Muyok-song) which 
was renamed in the 2! December 1972 revamping of administrative organs. The 
Ministry of Trade is a central cabinet level deliberation organ responsible for 
the planning, executing, managing and controlling of foreign trade. The organiza- 
tion of North Korea's Ministry of Trade is shown in the following table. 
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Also, the functions of the Ministry of Trade are as follcws: (one) drafting and 
implementing trade policy and concluding pacts with foreign countries such as trade 
agreements and commercial treaties; (two) carrving out the investigation and research 
needed in establishing trade policy; (three) g: ding and overseeing the trade work 
of its subordinate trade organs; (four) the authority to establish, combine, divide, 
and abolish enterprises related to trade; (five) drafting proposed laws relating to 
trade and ,tomulgating regulations, orders, and training related to the carrying 
out of trade; (six) issuing import and export permits and controlling import/export 
commodities and currencies; (seven) inspecting the quality of exports; and (eight) 
guiding various projects relating to trade and carrying out duties relating to 
foreign economic cooperation. 


The trade organs established overseas include the trade councilary departments 
established in the North Korean embassies and consulate-generals in countries with 
which North Korea has diplomatic relations, the trade delegations and information 
offices established in countries with which North Korea has no diplomatic rela- 
tions; these are state organs for the management of foreign trade. 


These organs (one) carry out the function of developing trade relations, (two) 
carry out the administrative function of controlling and adjusting trade activities 
according to law, (three) carry on various trade activities such as issuing permits 
for importing trade goods or issuing certificates of the place of origin of commodi- 
ties, (four) can conclude and carry out trade contracts, and (five) carry out 
publicity activities related to trade. 





The Ministry of External Economic Affairs is the old Foreign Economic Bureau which 
was renamed with the 1972 revamping of administrative organs. The functions of the 
Ministry of External Economic Affairs include the import and export of equipment, 
the opening of markets, the exchange of science and technology and work relating to 
loans and aid. The organizatior. of the Ministry of External Economic Affairs is 
shown in the following table. 
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The Committee for the Promotion of Foreign ..ade has the duty of opening up and 
expanding trade with countries with which North Korea does not yet have diplomatic 
relations. The Committee for the Promotion of Foreign Trade is composed of the 
Plenary Session, the Standing Committee and the Trade Arbitration Committee. The 
Committee for the Promotion of Foreign Trade is in fact a governmental organ al- 
though it assumes the external appearance of a civilian society. 


As part of the basis of North Korea‘s trade policy, the ‘“mmittee for the Promotion 
of Foreign Trade studies the political and ecom mic envirv. ent for foreign trade 
overseas and researches and establishes proposals to increase the number of coun- 
tries with which North Korea has trade relations or to expand markets; based on 
this, it is responsible for furthering business-related contact between foreign 
trade organs or trading companies and North Korean trade organs or the Public 
Corporation for Trade and it concludes and carries out informal civil trade agree- 
ments and commercial treaties in order to carry out such preliminary steps as con- 
tacting personages in the industrial and social circles of the target country. 


The Committee for the Promction of International Trade facilitates the overseas 
dispatch of North Korean economic and trade delegations while at the same time 
inviting foreign economic and trade delegations. Also, the Committee participates 
in international trade representative negotiations and sponsors exhibits of North 
Korean products overseas and of international ,:roducts in North Korea. 


Also, the Committee's subsidiary Trade Arbitration Committee arbitrates Jisputes 
arising in trade. 


The Committee for the Promotion of International Trade in North Korea's opening of 
trade relations with capitalist countries; in particular, it is common for various 
Western trading companies to go through the Committee to make contact with the 
special Public Corporation for Trade. 


The public corporation for trade is a state-run economic organ with the status of 
a corporate body and an independent accounting system which is solely responsible 
for the import and export of specially designated commodities. The corporation is 
responsible for the import and export of specialized items classified according to 
type and nature of commodity; it also handles the whole process from talks through 
concluding the contract, carrying it out and liquidating accounts sc that conflict 
between corporations is precluded. 
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The public corporation for trade has been granted by regulation the following legal 
Status, scope of activity, functions and powers: (one) corporate body status; 

(two) import and export of special commodities; (thrce) rights; (four) property; 
(five) operations; (six) details of earnings and expenses and a percentage of 
profit; (seven) location; and (eight) steps to halt work.[26] 


As a result, the corporation carries out the concluding of contracts with foreign 
trading companies, legal activities and financial responsibilities. Also, the 
corporation receives fixed assets and floating funds from the state to carry on its 
Management activities according to the principle of the independent accounting 
system, ensuring profit by income and expenditure and giving part of that profit 

to the national treasury. 


There are 22 corporations under the Ministry of Trade which handle special products 
and there are seven corporations under the Ministry of External Economic Affairs 
which handle various kinds of economic cooperation such as the import and export 

of plants and equipment and technical exchange. [27] 





The public corporation for trade fulfills var.ous functions including the following: 
(one) drafting import and export plan proposals; (two) concluding import and export 
contracts with foreign trading companies; (three) liquidating foreign exchange with 
foreign trading companies; (four) planning and implementing such cost saving measures 
as reducing currency costs and improving product quality; and (five) —— — 
the trends of foreign markets and the credit status of foreign trading companies. 28] 


The functions of the public corporation for trade regarding the work of import and 
export include first concluding concrete trade contracts with foreign trading 
companies and establishing consignment contract relations between the producing 
enterprise and the public corporation for trade by forwarding orders for the export 
commodity in accordance with the contract with the trading company concretely 
specifying the conditions of acceptance and second, the corporation carries out 
broker work, delivering the export commodity through established customs procedures 
to the foreign trading company according to the conditions of the contract and 
accepts the bill of transfer. 


In the case of import trade, when the organ ordering the import commodity presents 
to the responsible public corporation for trade its order for the import commodity 
specifying the conditions of import and having attached an import authorization 
received from the Ministry of Trade according to the import allotment it has been 
given, the public corporation for trade establishes a consignment relationship with 
the ordering organ by accepting the order. 


The import order has concretely specified delivery conditions; the public corpora- 
tion accepts this, contacts the foreign trading company and concludes an import 
contract, accepts the import commodity in accordance with the conditions of that 
contract, and delivers the commodity to the ordering organ at an agreed upon site. 


In the case of export, the public corporation for trade sells professionally in 
foreign markets the export commodity it has received from the organ supplying the 
export commodity; in the case of import, it purchases professionally the import 
commodity ordered by the ordering organ. 
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The economic relationships of the public corporation for trade are foreign economic 
relationships with foreign trading companies in the case of import, and domestic 
economic relationships with the producing enterprise in the case of export. 


The former is based on the individual trade contracts which are concluded based on 
commercial treaties and trade pacts and protocols regarding the delivery of import 
commodities. And the latter is based on independent accounting contracts concluded 
according to commodity delivery plans regarding legal standards for delivering 
export commodities.[30] Also, the legal standard for the general rights and duties 
regarding the delivery of import commodities includes the government's import plan 
and related laws. 


The trade bank was established independently of the Korean Central Bank in June 
1959. The major functions of the trade bank include: (one) management of foreign 
exchange; (two) liquidating international accounts; (three) sending letters of 
credit and guaranteeing payment; (four) providing short term credit; (five) con- 
ducting the business of foreign currency transactions; and (six) forwarding money. 


In order to carry out support work related to foreign trade, the Ministry of 
External Economic Affairs has under its aegis other trade-related organs, including 
the following: (one) the Korean Insurance Company, which handles work related to 
insuring maritime transport of commodities; (two) the Korean Commodities Inspection 
Bureau which handles work related to inspecting trade commodities; (three) the 
Korean Foreign Transport Company, which handles work acting as agent to reserve 
shipping and arrange management for trade commodities; and (four) the Korean Ship- 
ping Agency, which handles the work related to shipping agencies. 


In addition, there are special organs for the effective conduct of trade business, 
including the Korean Foreign Scientific and Technological Exchange Association and 
the Korea-Poland Limited Maritime Company, a joint venture with a foreign country. 


The purpose of North Korea's customs tariff is not to protect domestic industry but 
rather to maintain the state monopoly in trade. Of course, North Korea's customs 
tariff has other goals of increasing government income, lowering other countries’ 
tariffs or strengthening the country’s hand in negotiations for most favored nation 
treatment, but its main purpose is to prevent smuggling through import and export 
customs work and ensuring the maintenance of the state monopoly in trade. 


North Korea's customs system not only manages the execution of laws related to the 
state monopoly of foreign trade and particularly manages the import commodities 
imported by the public corporations for trade, but also manages the execution of 
laws related to the foreign exchange monopoly and the transport handling monopoly 
as well as the laws related to people and commodities that cross the borders and 
manages the import and export statistics on commodities. 


The feature of North Korea's customs system is its strict centralized style designed 
to ensure the maintenance of the state monopoly of foreign trade, which is exclu- 
sively attached to the Ministry of Trade through the central assembly for customs 
management. Due to the state monopoly of foreign trade, all customs tariffs are 

by principle collected by a central.zed method through the various public corpora- 
tions for trade under the superintendence of the Finance Ministry while due to the 
state monopoly of transport handling, each kind of freight and transport agency 

must receive authorization under the control of customs to cross the borders. 
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Also, North Korea's customs system depends on the transport organs to manage large 
warehouses and the unloading of import and export freight is closely ties to customs 
control. [31] 


The General Customs Management Bureau of the Ministry of Trade directly controls 
the various customs organs. That is, the General Customs Management Bureau has 
the following functions: the organization and management of the various customs 
organs; participation in discussion for the establishment of all kinds of customs 
policies as well as for international treaties and agreements regarding customs 
standards; resolution of problems in applying tax rates and preparing tax drafts; 
and organizing customs statistics. 


The regional customs office is under the guidance of the General Customs Management 
Office. As a state corporate body, the regional customs office not only examines 
the freight crossing the borders but also inspects all kinds of transport organs 
and examines small parcels and mail, and examines and levies tariffs on travellers 
and hand baggage while confiscating freight imported or exported in violation and 
levying and collecting fines for smuggling and customs law violations. [32 





Commodities are classified into 12 types in the North Korean import and export 
customs tariff rate table. On these commodities, North Korea distinguishes between 
import rates and export rates and applies multiple tax rates with maximums and 
minimums. The maximum tax rate is generally applied while the minimum tax rate, 

as an agreed upon rate, is applied to socialist countries or capitalist countries 
receiving most favored nation treatment which have concluded agreements regarding 
mutually advantageous trade but in particular, there is usually no customs tariff 
for socialist countries. 


The maximum tax is usually two to four times the minimum tax while at times it goes 
as high as ten plus times the minimum. Looking at North Korea's customs tariff 
rates, the import rates for machinery and equipment is extremely low while the 
import rates for consumer goods is extremely high; this customs policy builds the 
socialist industrial base centered around heavy industry and defense industries. 


North Korea levies very little or no tariff on socialist trade by mutual advantage 
agreements between governments but levies a comparatively high rate on capitalist 
trade, thus making capitalist trade disadvantageous. Also, the method of levying 
the tariff uses only ad valorem duty which calculates the tariff in terms of a 
percentage of the taxed commodity’s value and the levy standard is based on CIF 
prices with calculation based on the commercial invoice. 


Also, customs exemption is granted for certain products. According to the North 
Korean “Regulations for Import and Export Duties"[33], those exempt products 
include the following: (one) items for the official and private use of diplomatic 
missions and commercial representatives; (two) daily necessities of foreign 
travelers and items recognized by customs as things used for occupational purposes; 
(three) items recognized by customs as things used for food, fuel and other con- 
sumer purposes by foreign ships; and (four) items designated by the cabinet such 
as display items for trade fairs. Also, items forbidden for import or export in- 
clude the following: (one) items giving injurious influence on Communist ideology; 
(two) items classified as ‘tate secrets; and (three) items whose import and export 
is forbidden by law. 
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North Korea has adopted a customs allocation system to apply such rates as the first 
rate and the second rate to items of weak competitiveness in the international 
market; the first rate is either very low or no tariff at all but the second rate 

is very high. The items to which North Korea applies the first rzce includes such 
export goods as molybdenum ore, manganese ore, nickel ore, nickel/gold ore and sili- 
con; North Korea strives to give special benefit to raw material importers. 


North Korea has unified its foreign exchange management by state monopoly of foreign 
exchange. The state has monopoly management of foreign certificates of value such 
as the following: (one) foreign currency and foreign currency drafts and remittance 
exchange; (two) gold, silver, and other precious metals; and (three) stock and bonds. 
The goals of state monopoly of foreign exchange include the following: (one) plan- 
ned manipulation of international currency and the international economy; (two) 
concentrate the management of foreign currency funds in the hands of the government 
and use them rationally in carrying out the plans of the pe »ple's economy; and 
(three) maintain the independence of the foreign exchange « vstem. 


Because the state has established a foreign plan to balance the supply and demand 
of foreign exchange, North Korea's foreign exchange control system has the follow- 
ing characteristics: (one) the concentration of foreign exchange at the Korean 
Central Bank or the Trade Bank; (two) execution of foreign exchange work according 
to the foreign exchange plan by the Korean Central Bank or the Trade Bank; (three) 
allocation of foreign exchange for payment overseas on a monthly or periodic basis 
according to the foreign exchange supply and demand plan through the Trade Bank; 
and (four) requirements that foreigners report the foreign exchange they are carry- 
ing when they enter the country. 


Since the state has monopoly control of foreign exchange management by the foreign 
exchange supply and demand plan, the exchange rate rarely fluctuates. North Korea 
applies different rates to the communist world and the free world; the rates for 
the communist world do not change but by contrast the r-*es for the free world 
frequently change. 


North Korea's exchange system for the communist world uses the Soviet Union's ruble 
as its key currency. In March 1950 the Soviet Union set the gold content of the 
ruble at .222168 per wait in choosing a gold linkage system. Thus the Eastern 
European countries also set gold content proportions for their currencies so that 
they adopted the ruble linkage system by the end of 1950; although we do not know 
when, there is no doubt that North Korea also adopted the ruble linkage system. 


With the currency reform of January 1961, the Soviet Union increased the gold con- 
tent of the ruble 4.4 times from the old 0.222168 to 0.987412 grams per unit, also 
changing the exchange rate from one dollar = four rubles to one dollar = 0.9 rubles, 
using the official exchange rate as the commercial exchange rate used in foreign 
trade while adding a fixed premium to the official rate for non-commercial exchange 
such as that used for transactions outside of foreign trade and for capital transac- 
tions. 


The non-commercial transaction exchange of the socialist countries was, as decided 
by the 1963 Prague agreement, determined according to the purchasing power parity 
of each states financial service and is based on the retail price of some 70 
designated products. Whenever this retail price base varies more than five percent 
up or down, the non-commercial exchange rate can be changed. [35] 
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North Korea applies its commercial exchange rate as its official exchange rate and 
uses its non-commercial exchange rate as the official rate with a fixed percentage 
premium added. 


The intra-sphere exchange rate of the socialist countries, including North Korea, 
can be said to be determined by the gold content of each country's currency and its 
buying power in the socialist market as well as its exchange rate vis a vis the 
ruble; there is very little change in each country's exchange rate. 


However, since the socialist countries including Korea determine their domestic 
prices according to an official price set artifically, value and price are divorced 
so that there is no organic tie between domestic price and international price; thus 
there is a fundamental limit on the real buying power of each country's currency in 
the intra-sphere exchange rate determined based on domestic prices. 


North Korea has adopted a multiple exchange rate system of the commercial exchange 
rate (official exchange rate) and the non-commercial exchange rate (traveller's 
exchange rate) for the countries of the free world. The exchange rate of the North 
Korean won to Western currencies is based on the exchange rate of the ruble to the 
dollar in order to determine the value of the North Korean won. 


However, North Korea's exchange rate for Western countries is, as a policy exchange 
rate determined one-sidedly according to policy needs[36], set very low in compari- 
son to the actual buying power of the North Korean won. However, with the trans- 
formation of the Soviet Union's exchange policy for Western currencies from a fixed 
rate system to a floating rate system following the Smithsonian measure of December 
1971, North Korea's exchange rate for Western countries now changes when the Soviet 
Union's National Central Bank announces its monthly changes. 


According to the September 1978 announcement of the Soviet Union's National Central 
Bank, the ruble-North Korean won exchange rate was one ruble to 282.485 yen. Com- 
pared to this official exchange rate, as of 1978 North Korea's traveller's exchange 
rate was underpriced at one won to 126.86 yen. The reason is because North Korea 


is attempting below cost export in order to expand its Western market and acquire 
foreign exchange. 
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